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‘President’s Interview

A

Today, Toys“R"Us-Japan fulfills the dreams of Japanese children and
parents nationwide. [n the year under review, we worked hard to ful-
fill the dreams of shareholders, tog, with significant advancements in
our high-margin private brand and exclusive goods, the Shop in Shop
corners of the new Concept-Japan (C-J) format, and our automated

distribution centers.

Toys“R"Us-Japan ocutdistanced most majer retailers in its
business results for fiscal year 2001. To what do you owe
your success in these challenging times?

Ao Net sales in fiscal year 2001 increased by 13.3% to ¥175.3
billion (US$1.3 billion). As a result, net income increased by 8.6% to
¥4.1 billion (US$31.1 million). | am very proud of these achieve-
ments by our company. In spite of the severest economic environment
in recent memory, Toys“R"”Us-Japan recorded positive gains in com-
parable-store sales. We were able to do this by successfully executing
three of our business policies. Those were “Rich variety of merchan-
dise,” “Good in-stock position” and “Everyday low prices.” As for mer-
chandise, we had many hot items this year throughout the various
sales categories, products such as video games, bays’ and girls’ char-
acter goods, and movie-related goods. We capitalized on this situation
by maintaining sufficient inventories to support sales of popular items
throughout the entire demand period. We did this through our strong
relationships with suppliers, using our scale in the marketplace to
secure commitments for the products our customers wanted. Finally,
and | think most significant, the customers really responded well to
the new Shop in Shop corners of our Concept-Japan (C-J) format,
something | would like to return to later in this interview.

tition. What measures are you preparing now to maintain
your lead?

@ You have always prided yourselves on leading the compe-
@]

Ao We track customer reactions to our C-J store format, and they
think our stores are now more customer friendly. The C-J format con-
sists of several Shop in Shop corners arranged in a “racetrack” for
uninterrupted customer flow. We find that customers are most appre-
ciative of our rich variety of products. The next most common com-
ment is “Fun,” which indicates to me that they appreciate the sense




of discovery we tries to builld inte our new Sheg in Shep corners. ARd,

iihirdly is our policy of everyday low prices. The fact thet low prices
rank third behind wide selection and fun shows thet we ame adding
value to the fun shoppling experience, and thet custemers respend to
mere then merely low prices. | have been spesking of the sucesss of
our recent measuras, and loeking ahead, | se& no reeson to stop thers.
We will alweys sesk to meest customers’ reads by consistently finding
e teys and child goeds they want. This ailows us to aveid price wars

with less imeginative reteilers.

First, | would like to talk aboutt why we heve succesded in the
Jepanese market. When we arrived, Jepanese hed never seen such &
lenge-scaie specieity store before, We introduced ene of the First global
business modals, low cost operations, efficlent logistics, and, mest of
all, we custemized it for lecal conditions 2nd nesds. For example, eur
stores follow net only the single-stery, stend-elone formet, but they are
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As of or for the year ended January 31
Mitlions of Yen ijsﬁsggﬂzg
2000 2001 2002 2002

(FY1999) (FY2000) (FY2001) (FY2001)
Net Sales ¥134,557  ¥154,685  ¥175,255 $1,318,702
Opera‘“ng Income 6, 172 8,406 8,55@ 64,336
Net |[ncome 2,438 3,809 4,136 31,121
Total Assets 83,290 95,690 87,728 735,348

Yen U.S. Dollars
Shareholders’ Equity per Share ¥ 142.10 ¥ 663.44 ¥ 779.30 $5.87
Net Income per Share 80.12 113.91 120.14 0.20
Diluted Net Income per Share — 113.82 120.10 0.8

1. Results for the year ended January 31, 2002 were impacted by new accounting standards. Please refer to “New accounting

standards” on page 28 for changes in accounting standards.

2. Yen amounts have been translated into U.S. doliar at the approximate rate of ¥132.90 to US$1.00 as of January 31, 2002,

solely for the convenience of readers.

3. The summary financial data are derived from the Company’s financial statements. These financial statements have been audit-
ed by Shin Nihon & Co. (former Century Ota Showa & Co.), independent certified public accountants. These financial state-
ments are non-consolidated financial statements.

4. Per share amounts for the years ended January 31, 2000 and 2001 have been restated retroactively to reflect a 1:3 stock
split which took place on November 20, 2001,
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“R"ZONE
Gift Bag

This Shop in Shop format is 2 major
traffic generator, specializing in
infant supplies. Based on segmenta-
tion and targeting of the 0-3 age
group, it is helping to attract repeat
business and boost daily sales.

This area is targeted toward the
8-17 age group. A wide range of
video games and electronic enter-
tainment goods are offered.




ing beyond our core 0-15 year-old age segment. For example, we find
that when kids come to buy something, adults discover something they
like too, things like game software and hand-held karaoke player-micro-
phones, so we are taking advantage of this added opportunity to con-
sciously sell directly to parents and grandparents who visit our stores.

@ Please tell us more about the store expansion policy.
O

Ao Our first goal was to open 100 stores by 2000 in the 10 years
from 1991. We did that. Our long-term wish is to add 100 more
stores in the next decade through 2010, an average of 10 stores per
year. In addition, we are looking at creating a new concept besides
TOYS“R"US in the Japanese market. | cannot be more specific now,
but as an indicator of which direction we are looking, TOYS“R"US in
the United States has multiple concept stores, such as KIDS“R"US,
BABIES“R”US and IMAGINARIUM, to suit different market segments.
Over the medium-to-long term, we are exploring new concepts created
for the conditions we find in Japan.

Store expansion remains the steady driver of growth, and new store
concepts will drive a second core of growth for us. Coming back to
store expansion for a moment, we cover almost all the prefectures of
Japan—primarily in the largest cities. Now, we are looking closely at
the second and third largest cities in each prefecture. We have 120
stores now, but considering thabt the TOYS*“R”US worldwide group,
has over 1,500 stores, you can see the great extent of the growth
potential in our market.

@ What are your strategies to become more profitable?
O

Ao Summarizing FY2001, we hit our sales goals. However, mar-
gins declined because of the product mix this year. We were definitely
the number-one place to shop last year, but the period saw major pur-
chases of low-margin products such as video game hardware. We see
this as part of a cyclical trend following the release of a new game plat-
form. We can expect to see purchases of video game software, which
has a higher margin than hardware, to follow from this point forward.
The margin mix to a certain extent depends on what products are selling
well from year to year, but as a company, we can try to promote a higher
composition ratio of private brand and exclusive goods. By this means, we
are aiming to improve the margin. In addition, we are emphasizing

\MAGINARIU

ANIMAL ALLEY

GIRL STUFF

This specialiase Shap m Shep lor-
ek effers en ediensve rengs of edu-
eghional toys desigred (® lesier e
intellectvel cevelopment of ehildren.

IR LR t

ANIMAL ALLEY plush was firsl inirer
eveed 1m 2000, I efiers @ compre-
hensive selection of besie siulfed
enimels, Including, bears, dogs and
cats. The range Includes e ideal
sofft and cuddly gift for everyone
firerm ehbicren o Eewn-ups.

The GIRL STUFF trane made tis
amezing debul lesl year wilh weods
thet are beth ehic and afferdsble.
j 5, (e presus eseriment &
jowardiig SWRic QL
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higher customer service in stores and endeavoring to maintain sales.

On the cost side, from this fiscal year, it is not dramatic, but our
selling, general and administrative expenses (SG&A) ratio improved
from 25.5% in FY2000 to 24.9% in FY2001. We are continuing to
yield higher utilization rates from our new distribution centers, which
will have a beneficial impact. We are also moving aggressively on low-
ering costs through better management of labor and renegotiations of
rent. We are working hard on all of these aspects to improve our profit
ratios for the benefit of shareholders.

@ Last question; would you like to direct 2 special message to
° overseas shareholders?

Ao In past discussions with sharehoiders, some have raised the
question of the liquidity of our shares on the Japanese market. We
have taken direct steps to increase liguidity by decreasing the mini-
mum trading unit from 500 shares to 100 shares on June 1, 2001.
We also organized a stock split of 1:3 that took place on November
20, 2001. To attract individual shareholders, we have stepped up our
shareholder services by awarding shareholders ¥3,000 TOYS“R”US
gift certificates, for example. We believe it is critical to be responsive
to the needs and opinions of our shareholders and will continue to
serve their best interests in a timely and effective manner.

AGIRY

Manabu Tazaki, President

Kahoku New Town Store
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Merchandising

Private brand and exclusive goods add variety and differentiate Toys"“R"”Us-Japan from other retailers by extending
the width and depth of our product line-up. Currently, we offer for sale private brand and exclusive goods

in 26 various product categories. So for the customer, these goods make shopping at our stores more fun and exciting.

Furthermore, their limited nature stimulates impulse and collector sales due to the products’ premium values and

For the sake of cus-
tomers and shareholders, we will con-

tinue to increase this ratio.

gevate Brand Prog,,,

0
(Forecast)










Presentation

=™y Toys"R”Us-Japan is creating a special place for every kid: distinctly branded corners of our stores with themes

\j ] Y
such as infant supplies at BABIES"R"US corners, ‘éﬁ 5“"]? educational toys at IMAGINARIUM corners, cosmetics, sta-

s
e A D

tionery and accessories for pre-teen and young teen girls at GIRL STUFF corners, and all manner of stuffed toys under the

o
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TOYS“R"US model to the unique conditions in Japan. Since its launch, we have intro- T T
LAY
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duced C-J into remodeled existing stores and in newly constructed stores.
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31.8% Baby goods
24.1%

Sports zoods
and bicycles

7.5%

* Concept-Japan in FY2001 includes nine new
stores and two remodeled stores.

* Concept-Japan, which opened after the autumn
of FY2001, already includes Shop in Shop
(3)-(6) built in as standard.
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new childcare techniques, including tips for first-time parents,

seats, hands-on product sampling and more. English classes and story hours for children combine education

and imaginatiaon. /j In 2001, baby food workshops at BABIES“R"US corners touched on eating

ence enhanced the shopping experience and created sales opportunities. In FY2001, the number of

SRR TOYS“R"US Card <AON> issued reached 1.5 million and we began
offering TOYS“R”US Card <SAISON>. We extended our

relationship with customers with special mailings

:\ g///( >
< to our database of card subscribers, offer-
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infrastructure Support

¢ - ) Proprietary operational systems, including purchasing, distribution and inventory tracking bring shopping
[

fun to parents and kids by helping assure everyday low prices and good in-stock position. : <Our Kobe Distribution Center

~

k«" /

e

was inaugurated in 2001, and with Ichikawa Distribution Center, our two automated distribution centers serve 120 stores

H

nationwide, with a capacity for 150 to 180 stores. J.- E The fully automated distribution centers allow stores to place orders

by piece-picking. This is much more efficient than the single-pallet orders formerly accepted. Not only does it allow more fre-

stores. We continue to expand and improve our infra-

structure with the establishment of the two
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Non-Consalidated Financial Review

. and BrOSs Prafjy (¥
® Ty, "

3 Net Sales
Gross Profit

4

Ep %

. SG&A Expenses (¥ millions)
O Ratio of SG&A Expenses to Net Sales (%)

OPERATING RESULTS

ONet Sales
In FY2001 (the year ended January 31, 2002), there were several suc-
cessful products such as Beyblade, Game Cube and Game Boy
Advance. In addition, the Company aggressively promoted product dif-
ferentiation with the private brand and exclusive products and expand-
ed the Shop-in-Shop corners such as GIRL STUFF and ANIMAL ALLEY.
As a result, net sales through the 91 existing stores were 101.7% of
the previous year's level, and total net sales increased by 13.3% to
¥175,255 million (US$1,318.7 million), a record for the Company.

Year-on-Year Comparisons of Sales, Customer Numbers and Sales per Customer

FY2001
Sales 113.3%
All Stores Number of customers 113.9%
Sales per customer 99.6%
Sales 101.7%
Existing Stores® Number of customers 101.2%
Sales per customer 100.5%

*91 stores opened by FY1393

OCost of Sales and Gress Profit

The increase in net sales resulted in a 9.1% rise in gross profit on
sales, which reached ¥52,142 million (US$392.3 million).
However, the ratio of gross profit to net sales decreased by 1.1% to
29.8% due to the merchandise mix, despite aggressive introduction

of private brand products.

OSG&A Expenses and Operating income

The ratio of selling, general and administrative expenses to net sales
amounted to 24.9% in FY2001, a 0.6% reduction compared with
the previous year. This reduction was mainly due to declines in the
ratios of payroll and supplies to net sales of 0.3% each, offset by an

increase in rent of 0.2% reflecting additional rent of ¥488 million




(US$3.7 miltion) related to fixed leasehold deposits due to the adop-

tion of new accounting standards for financial instruments.
As a result, operating income increased by ¥144 million (US$1.1
mitlion), or 1.7%, to ¥8,550 million (US$64.3 million).

OO0ther Revenue (Expenses)

Other revenue (expenses) included a change of ¥410 million
(US$3.1 million) for the unrecognized benefit obligation recorded
upon adopting the new accounting standards for employees’ retire-
ment and severance benefits. Interest expense (net) decreased as a
result of increased interest income of ¥442 million (US$3.3 million)
related to fixed leasehold deposits, reflecting the adoption of new

accounting standards for financial instruments.

Olncome before income Taxes and Net Income

Income before income taxes increased by ¥454 miilion (US$3.4
million), or 6.3%, to ¥7,651 million (US$57.6 million), and net
income increased by ¥327 million (US$2.5 million), or 8.6%, to
¥4,136 million (US$31.1 million). Net income per share increased
by ¥6.23 (US$0.05), or 5.5%, to ¥120.14 (US$0.90).

FINANCIAL POSITION

OAssets
Current assets and property and equipment increased by ¥2,289
million (US$17.2 miltion) and ¥2,436 million (US$18.3 million), or
8.2% and 9.2%, respectively, primarily reflecting an expansion of
business. On the other hand, the Company sold a portion of fixed
leasehold deposits, which amounted to ¥3,197 million (US$24.1
million) of the book value at the transaction date.

As a result, total assets increased by ¥2,038 million, or 2.1%, to
¥97,728 million (US$735.3 mitlion).

. g \NCOMeE (¥ , .
%\\\\g iy,
o gy




20

NON-CONSOLIDATED FIVE-YEAR SUMMARY

Toys“R"Us-Japan, Ltd.

As of or for the year ended January 31

Millions of Yen

Thousands of

U.S. Dollars
1998 1999 2000 2001 2002 2002
(FY1997) (FY1998) (FY1999) (FY2000) (FY2001) (FY2001)
Net sales ¥98,536 ¥115,399 ¥134,557 ¥154,685 ¥175,2585 $1,318,702
Selling, general and administrative expenses 27,185 31,566 35,789 39,372 43,592 328,006
Operating income 4,254 3,901 6,172 8,406 8,550 64,336
Income before income taxes 2,994 2,536 4,752 7,197 7,651 57,570
Net income 2,453 1,405 2,438 3,809 4,136 31,121
Paid-in capital 499 507 507 6,034 6,034 45,402
Total assets 67,063 75,551 83,290 95,690 97,728 735,348
Shareholders’ equity (198) 1,215 4,323 22,835 26,843 201,983
Equity ratio (%) — 1.6 5.2 23.9 27.5
Number of employees 541 655 761 846 924
Yen U.S. Dollars
Shareholders’ equity per share ¥ (6.61) ¥ 3995 ¥ 142.10 ¥ 66344 ¥ 779.50 $5.87
Net income per share 81.85 46.30 80.12 113.91 120.14 0.90
Diluted net income per share — — — 113.82 120.10 0.20

—

accounting standards.

. Results for the year ended January 31, 2002 were impacted by new accounting standards. Please refer to “New accounting standards" on page 28 for changes in

2. Yen amounts have been transiated into U.S. dollar at the approximate rate of ¥132.90 to US$1.00 as of January 31, 2002, solely for the convenience of readers.

3. The summary financial data are derived from the Company’s financial statements. The financial statements have been audited by Shin Nihon & Co. (former Century
Ota Showa & Co.), independent certified public accountants, The Company's financial statements are non-consolidated financial statements.

4. Per share amounts for the years ended January 31, 1998, 1999, 2000 and 2001 have been restated retroactively to reflect a 1:1,000 stock split which took place on
February 1, 1999 and a 1:3 stock split which took place on November 20, 2001.




OlLiabilities and Shareholders’ Equity
Total liabilities decreased by ¥1,870 million (US$14.8 million), or
2.7%, mainly due to repayments of ¥5,640 million (US$42.4 million)
of long-term debt on schedule, offset by an increase in accounts
payable-trade of ¥4,002 million (US$30.1 million), or 18.1%.
Total shareholders’ equity increased by ¥4,008 million (US$30.2 mil-
lion), or 17.6%, due to net income of ¥4,136 million (US$31.1 million).
The result was a substantial improvement in the shareholders’

equity ratio, which rose from 3.6% in the previous year to 27.5%.

OCash Flow Analysis
Net cash provided by operating activities amounted to ¥10,119 mil-
lion (US$76.1 million), which consisted primarily of income before
income taxes of ¥7,651 million (US$57.6 million), depreciation and
amortization of ¥2,374 million (US$17.9 million) and an increase in
accounts payable-trade of ¥4,002 million (US$30.1 million), offset
by payments for income taxes of ¥3,181 million (US$23.9 million).

In FY2001, the Company sold a portion of fixed leasehold deposits
and raised funds of ¥3,359 million (US$25.3 million). This was
shown as a result of investing activities, not financing activities, in
the non-consolidated statements of cash flows. Net cash used in
investing activities, net of the above, amounted to ¥3,776 million
(US$28.4 million) due to purchase of tangible and intangible assets
and payments for fixed leasehold deposits for new stores, amounting
to ¥6,167 million (US$46.4 million) and ¥1,319 million (US$9.9
million), respectively.

Net cash used in financing activities amounted to ¥6,217 million
(US$46.8 million), mainly due to repayments of long-term debt.

As a result, cash and cash equivalents at the end of FY2001
increased by ¥137 million (US$1.0 million) compared with the
beginning of the year.

d Interest.p,
o an 831‘/'
o® n,
v&

O Total Assets
.. Interest -bearing Dept

" Shareholders’ Equity (¥ millions)
O Equity Ratio (%)
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Non-Consolidated Balance Sheets

Toys“R”Us-Japan, Ltd.
As of January 31, 2001 and 2002

Thousands of

ASSETS Millions of Yen U.S. Dollars
January 31 January 31
2001 2002 2002

Current Assets:

Cash and cash equivalents ¥ 734 ¥ 871 $ 6,553
Accounts receivable-trade 1,843 2,450 18,435
Inventeries (Note 5) 22,088 22,910 172,384
Deferred tax assets—current (Note 10) 690 841 6,326
Other current assets 2,718 3,277 24,660
Less: Allowance for doubtful accounts (13) - -
Total current assets 28,060 30,349 228,358

Property and Equipment:

Buildings and structures 22,398 24,843 186,933
Equipment 9,677 11,068 83,277
Other property and equipment 1,253 1,905 14,334
Less: Accumulated depreciation (6,944) (8,996) (67,693)
Total property and equipment 26,384 28,820 216,851
Other Assets:
Investment securities (Note 6) 144 146 1,008
Long-term prepaid expenses 51 6,356 47,827
Fixed leasehold deposits 40,514 30,307 228,043
Deferred tax assets—non-current (Note 10} 66 220 1,658
Other assets 571 1,714 12,200
Less: Allowance for doubtful accounts (100) (184) (1,387)
Total other assets 41,246 38,558 290,138
Total assets ¥95,690 ¥97,728 $735,348

The accompanying notes are an integral part of the statements.
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LIABILITIES AND SHAREHOLDERS' EQUITY Milions of Yen U Betre
January 31 January 31
2001 2002 2002
Current Liabilities:
Short-term loans (Note 7) ¥15,900 ¥15,436 $116,147
Current portion of long-term debt (Note 7) 5,640 880 6,622
Accounts payable-trade 22,119 26,121 196,543
Accounts payable—capital expenditure 1,691 678 5,104
Other payables and accrued expenses 3,551 3,580 27,011
Income taxes payable (Note 10) 2,842 3,482 26,202
Other current liabilities 732 750 5,640
Total current liabilities 52,475 50,937 383,269
Long-term Liabilities:
Long-term debt (Note 7) 20,040 19,160 144,169
Accrued pension cost (Note 8) 17 430 3,237
Other long-term liabilities 323 358 2,620
Total long-term liabilities 20,380 19,948 150,096
Shareholders’ Equity:
Common stock
Authorized:
45,768,000 shares as of January 31, 2001
45,768,000 shares as of January 31, 2002
Issued:
11,473,000 shares as of January 31, 2001
34,437,000 shares as of January 31, 2002 6,034 6,034 45,402
Additional paid-in capital 9,503 2,503 71,509
Retained earnings 7,300 11,306 85,073
Net unrealized gains on other securities - 1 7
Less: Treasury common stock, at cost:
176 shares as of January 31, 2001
228 shares as of January 31, 2002 (2) (1) (8)
Total shareholders’ equity 22,835 26,843 201,983
Total liabilities and shareholders’ equity ¥95,690 ¥97,728 $735,348
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Non-Consolidated Statements of income
Toys“R"Us-Japan, Ltd.
For the years ended January 31, 2001 and 2002

Millions of Yen

Thousands of

U.S. Doliars
January 31 January 31
2001 2002 2002
Sales:
Net sales of goods ¥153,778 ¥174,237 $1,311,037
Rental revenue 907 1,018 7,665
Net sales 154,685 175,255 1,318,702
Cost of Sales:
Cost of goods sold 106,673 122,854 924,410
Cost of rental revenue 234 259 1,950
Total cost of sales 106,907 123,113 226,360
Gross Profit 47,778 52,142 392,342
Selling, General and Administrative Expenses (Note 9) 39,372 43,592 328,006
Operating income 8,406 8,550 64,336
Other Revenue (Expenses):
Interest expense (net) (1,102) (623) (4,686)
Commission revenue 114 126 244
Gain on sale of fixed leasehold deposits - 162 1,215
Amortization of unrecognized benefit obligation at transition (Note 8) - (410) (3,083)
Other (net) (221) (154) (1,156)
Total other revenue (expenses) (1,209) (899) (6,7686)
Income before Income Taxes 7,197 7,651 57,570
Income Taxes (Note 10) 3,388 3,515 26,449
Net Income ¥ 3,809 ¥ 4,136 $ 31,121
Yen U.S. Doilars
Per Share: (Note 1 (12))
Net income ¥113.91 ¥120.14 $0.20
Fully diluted net income 113.82 120.10 0.e0
Cash dividend applicable to the year 3.33 10.00 0.08

* Per share amounts for the year ended January 31, 2001 have been restated retroactively to reflect a

November 20, 2001.

The accompanying notes are an integral part of the statements.

1:3 stock split which took place on




Non-Consolidated Statements of Shareholders’ Equity
Toys"R"Us-Japan, Ltd.
As of January 31, 2001 and 2002

Miltions of Yen
Number of Additional Net unrealized Treasury
common stock Common paid-in Retained gains on other common
outstanding stock capital earnings securities stock
Balance as of January 31, 2000 10,142,000 ¥ 507 ¥ 3256 ¥ 3,491 - -
Net income for the year ended
January 31, 2001 - - - 3,809 - -
Purchases of treasury stock - - - - - ¥(2)
New stock issuance by public offering on
April 25, 2000 1,300,000 5,525 9,178 - - -
Exercise of warrants on December 31, 2000 31,000 2 - - - -
Balance as of January 31, 2001 11,473,000 6,034 9,503 7,300 - (2)
Net income for the year ended
January 31, 2002 - - - 4,136 - -
Sales of treasury stock - - - - ~ 1
Cash dividends paid - - - (115) - -
Bonuses to directors - - - (15) - -
Unrealized gain on other securities - - - - ¥1 -
Exercise of warrants on July 31, 2001 6,000 0 - - - -
Stock split on November 20, 2001 22,958,000 - - - - -
Balance as of January 31, 2002 34,437,000 ¥6,034 ¥9 503 ¥11,306 ¥1 ¥(1)
Thousands of U.S. Dollars
Number of Additional Net unrealized Treasury
common stock Common paid-in Retained gains on other common
outstanding stock capital garnings securities stock
Balance as of January 31, 2001 11,473,000 $45400 $71,509 $54,928 - $(18)
Net income for the year ended
January 31, 2002 - - - 31,121 - -
Sales of treasury stock - - - - - 10
Cash dividends paid - - - (863) - -
Bonuses to directors - - - (113) - -
Unrealized gain on other securities - - - - $7 -
Exercise of warrants on July 31, 2001 6,000 2 - - - -
Stock split on November 20, 2001 22,958,000 - - - - -
Balance as of January 31, 2002 34,437,000 $45,402 $71,509 $85,073 $7 $ (8)

The accompanying notes are an integral part of the statements.
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Toys“R”Us-Japan, Ltd.
For the years ended January 31, 2001 and 2002

Non-Ceonsolidated Statements of Cash Flows

Millions of Yen

Thousands of

U.S. Dotlars
January 31 January 31
2001 2002 2002
Cash Flows from Operating Activities:
Income before income taxes ¥7,197 ¥7,651 $57,570
Adjustments:
Depreciation and amortization 1,926 2,374 17,860
Decrease in fixad leasehold deposits offset against rent expenses 430 402 3,025
Payments of income taxes (3,237} (3,181) (23,836)
Other (net) 191 (81) (610)
Change in assets and liabilities:
Increase in accounts receivable—trade (208) (606) (4,563)
Increase in inventories (2,935) (821) (6,180)
Increase in accounts payable-trade 1,411 4,002 30,112
Increase in other payables and accrued expenses 383 53 397
Increase (Decrease) in accrued pension cost (2) 413 3,111
Other (net) (547) (87) (650)
Net cash provided by operating activities 4,609 10,119 76,136
Cash Flows from Investing Activities:
Payments for purchase of property and equipment (5,498) (5,815) (43,751)
Payments for acquisition of intangibles (307) (352) (2,650)
Payments for investment securities (144) - -
Payments of fixed leasehold deposits (5,153) (1,319) (9,924)
Collection of fixed leasehold deposits 97 338 2,544
Proceeds from a sale of fixed leasehold deposits - 3,359 25,274
Other (net) - 13 98
Net cash used in investing activities (11,005) (3,776) (28,409)
Cash Flows from Financing Activities:
Net decrease in short-term loans (8,600) (464) (3,491)
Repayments of long-term debt (320) (5,640) (42,438)
Proceeds from new stock issuance by public offering 14,703 - -
Proceeds from exercise of warrants 2 0] 2
Payments for acquisition of treasury common stock (10) - -
Proceeds from sales of treasury common stock 7 1 10
Payments of dividends - (114) (860)
Net cash (used in) provided by financing activities 5,782 (6,217) (46,777)
Effect of Exchange Rate Change on Cash and Cash Equivalents - 1111./ 84
Net Increase (Decrease) in Cash and Cash Equivalents (614) 137 1,034
Cash and Cash Equivalents at Beginning of Year 1,348 734 5,519
Cash and Cash Equivalents at End of Year ¥ 734 ¥ 871 $ 6,553

The accompanying notes are an integral part of the statements.




Notes to Non-Consolidated Financial Statements

Toys"R"Us-Japan, Ltd.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Basis of presentation

The accompanying financial statements have been prepared
from the accounts maintained by Toys“R”Us-Japan, Ltd. (the
“Company”) in accordance with the provisions set forth in the
Japanese Commercial Code and in conformity with accounting
principles and practices generally accepted in Japan, which
may differ in some material respects from accounting principles
and practices generally accepted in countries and jurisdictions
other than Japan.

In addition, the notes to the financial statements include informa-
tion which is not required under accounting principles generally
accepted in Japan but is presented herein as additional information.

The Company has no subsidiaries to be consolidated or investments
in affiliates which should be accounted for by the equity method, and
hence does not prepare consclidated financial statements.

In presenting the accompanying financial statements, certain
account balances have been reclassified for the convenience of
readers outside Japan. Certain amounts in the prior year's finan-
cial statements have been reclassified to conform to the current
year's presentation.

(2) Cash and cash equivalents

For the purpose of the statements of cash flows, cash and cash
equivalents consist of cash on hand and in banks which can be
withdrawn on demand.

(3) Marketable securities and investment securities
A new accounting standard for financial instruments, which
became effective April 1, 2000, requires that securities be classi-
fied in one of four categories: trading securities, held-to-maturity
securities, investment securities in subsidiaries and affiliates and
other securities. During the years ended January 31, 2001 and
2002, the Company did not have any trading or held-to-maturity
securities. Under the new accounting standards, investment secu-
rities in subsidiaries and affiliates are carried at cost determined
by the moving average method. Other securities with a market
value are stated at market value with changes in unrealized hold-
ing gains or losses, net of related deferred income tax assets or
liabilities, reflected in shareholders' equity. Other securities with-
out a market value are carried at cost determined principally by
the moving average method.

Prior to February 1, 2001, marketable securities and invest-
ment securities are carried at cost determined by the moving
average method.

(4) Derivative financial instruments
Derivative financial instruments are stated at the estimated fair value
and the related unrealized gains or losses are charged to income.

(5) Allowance for doubtful accounts
Effective February 1, 2001, the Company provides an allowance
for estimated bad debts based on past experience, plus an
amount deemed necessary to cover possible losses on an individ-
ual account basis.

Prior to February 1, 2001, the allowance for doubtful accounts
was based on the maximum amount deductible under Japanese

Corporate Tax Laws (determined as a certain prescribed percent-
age applied to the balance of accounts receivable), plus an
amount deemed necessary to cover possible losses on an individ-
ual account basis.

(6) Inventories
Merchandise inventories are stated at cost determined by the
retail inventory method.

Supplies are stated at cost determined by the most recent pur-
chase price method.

(7) Property and equipment

Property and equipment are stated at cost. Depreciation is com-
puted by the straight-line method over the estimated useful lives
of the respective assets assuming no residual value.

(8) Retirement and severance benefits

Effective February 1, 2001, the Company adopted new account-
ing standards for employees' retirement and severance benefits.
Under the new standards, accrued retirement and severance ben-
efits are provided based on the estimated retirement and sever-
ance benefits obligations and available pension assets.

The unrecognized benefit obligation at transition of ¥410 mil-
lion (US$3.1 million) was charged to income in the year ended
January 31, 2002 and actuarial gains and losses are amortized
using the straight-line method over 12 years, which is within the
estimated average remaining service years of employees.

Prior to February 1, 2001, contributions to the plan were funded at
an amount determined actuarially, and were expensed as incurred.

In addition, directors and corporate auditors of the Company
are customarily entitled to lump-sum payments under their
respective unfunded retirement allowances plan, The provision for
retirement allowances for these officers has been made based on
the amount which would be paid if all persons covered by the
plan voluntarily resigned from their positions as of the balance
sheet date.

(9) Leases

Where finance leases do not transfer ownership of the leased
property to the lessee during or at the end of the term of the
lease, the leased property is not capitalized and the related rental
and lease expenses are charged to income as incurred.

(10) Common stock issuance costs
Common stock issuance costs are charged to income as
incurred.

(11) Appropriation of retained earnings

Under the Japanese Commercial Code, the appropriation of retained
earnings with respect to a given financial period is made by resolu-
tion of the shareholders at a general meeting held subsequent to the
close of the financial period and the accounts for that period do not,
therefore, reflect such appropriation. See Note 14 (1).

(12) Per share information
The computation of net income per share is based on the weight-
ed average number of shares of commoen stock outstanding during

27




each year, retroactively adjusted for the November 2001 stock
split. The weighted average number of shares of common stock
used in the computation were 33,438,459 and 34,427,793 for
the years ended January 31, 2001 and 2002, respectively.

Diluted net income per share is computed based on the
weighted average number of shares of common stock and contin-
gently issuable shares of common stock from warrants outstand-
ing during each vyear, retroactively adjusted for the November
2001 stock split.

Cash dividends per share presented in the non-consolidated
statements of income represent the cash dividends declared dur-
ing each fiscal year, retroactively adjusted for the November
2001 stock split.

(13) Use of estimates

The preparation of financial statements in conformity with general-
ly accepted accounting principles requires management to make
certain estimates and assumptions which affect the amounts
reported in the financial statements and the accompanying notes.
The actual results, however, could differ from these estimates.

2. U.S. DOLLAR AMOUNTS

The Company maintains its books of account in yen. The U.S. dol-
lar amounts included in the accompanying financial statements
and the notes thereto represent the arithmetic results of translat-
ing yen into dollars at ¥132.90 = US$1.00, the rate of exchange
prevailing on January 31, 2002. The U.S. dollar amounts are
included solely for the convenience of readers and the translation
is not intended to imply that the assets and liabilities which origi-
nated in yen have been or could readily be converted, realized or
settled in U.S. dollars at the above or any other rate.

3. NEW ACCOUNTING STANDARDS
The Company adopted the following new accounting standards for
the year ended January 31, 2002:

{(Employees’ retirement and severance benefits)

Effective February 1, 2001, the Company adopted new account-
ing standards for employees’ retirement and severance benefits.
As a result, expenses for employees' retirement and severance
benefits increased by ¥415 million (US$3.1 million) for the year
ended January 31, 2002, including a change of ¥410 million
(US$3.1 million) for the unrecognized benefit obligation at transi-
tion. In addition, operating income and income before income
taxes decreased by ¥5 million (US$41,956) and ¥415 million
(US$3.1 million), respectively, for the year ended January 31,
2002 (see Note 8).

(Financial instruments)

Effective February 1, 2001, the Company adopted new account-
ing standards for financial instruments and changed the method
of valuation of securities, the accounting treatment for a portion
of fixed leasehold deposits and the basis of providing an
allowance for doubtful accounts. As a result, operating income
decreased by ¥486 million (US$3.7 million) and income before
income taxes increasec by ¥833 million (US$6.3 million).

(Foreign currency transactions)
Effective February 1, 2001, the Company adopted revised
accounting standards for foreign currency transactions. This
change did not result in a material effect on the financial position
of the Company as of January 31, 2002 or the result of its opera-
tions and cash flows for the year then ended.

4. RELATED PARTY TRANSACTIONS

The Company has entered into license and marketing agreements
with Toys“R"Us Service Inc. and Geoffrey International Inc.
which are valid for twenty years from February 1, 2000. Under
the terms of these license and marketing agreements, the
Company recorded net royalty expenses of ¥3,082 million and
¥3,492 million (US$26.3 million) for the years ended January
31, 2001 and 2002, respectively.

Under the terms of a license agreement with McDonald's
Company (Japan) Ltd., the Company recorded royalty expenses of
¥771 million and ¥873 million (US$6.6 million) for the years
ended January 31, 2001 and 2002, respectively.

In addition, under the terms of guaranty agreements with
TOYS“R"US, Inc. and McDeonald’s Company (Japan) Ltd., the
Company recorded guaranty fees to these companies for the years
ended January 31, 2001 and 2002 as follows:

s o1 on T
January 31, January 31,
For the years ended 2001 2002 2002
TOYS“R"US, Inc ¥100 ¥81 $611
McDonald’s Company
(Japan), Ltd. ¥ 25 ¥20 $153

5. INVENTORIES
inventories as of January 31, 2001 and 2002, consisted of the following:

Millions of Yen ngsggﬁzrzf
January 31, January 31,
2001 2002 2002
Merchandise ¥21,936 ¥22,767 | $171,312
Supplies 152 143 1,072
Total , ¥22,088 ¥22,910 | $172,384

G. INVESTMENT SECURITIES
Investment securities as of January 31, 2001 and 2002, consist-
ed of the following:

Millions of Yen TSéle_sggﬁZrosf
January 31, January 31,
2001 2002 2002
Investments in affiliates ¥144 ¥143 $1,076
Other investment - 3 22
Total ¥144 ¥146 $1,098

7. INDEBTEDNESS

Short-term loans from banks consisted of unsecured loans at
weighted average interest rates of 0.686% per annum and 0.326%
per annum as of January 31, 2001 and 2002, respectively.




Long-term debt as of January 31, 2001 and 2002, including
the current portion, consisted of borrowings from banks and other
financial institutions at weighted average interest rates of

9. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Major elements of selling, general and administrative expenses for
the years ended January 31, 2001 and 2002 were:

3.887% and 4.561 %, respectively. . Thousands of
T Millions of Yen U.S. Dollars
The aggregate annual maturities of long-term debt subsequent to
January 31, January 31,
January 31, 2003 were:
For the years ended 2001 2002 2002
Millions of Yen Thousands of o .
U.S. Dollars Advertising and promotions ¥ 3,644 ¥ 4,085 | $ 30,737
For the year ended January 31, 2004 ¥ 880 | $ 6,622 Royalty fees 3,866 4,366 32,854
For the year ended January 31, 2005 880 6,622 Payroll 10,020 10,907 82,067
For the year ended January 31, 2006 880 6,622 Rent 11,928 13,837 104,114
For the year ended January 31, 2007 880 6,622 Utilities 1,490 1,676 12,612
For the year ended January 31, 2008 Supplies 1,247 928 6,979
and thereafter 15,640 117,681 Depreciation 1,913 2,362 17,775
Total ¥19,160 | $144,169 Others 5,264 5,431 40,868
Total ¥ 39,372 ¥43,592 | $328,006

8. EMPLOYEES' RETIREMENT AND SEVERANCE BENEFITS

The Company has a defined benefit plan covering substantially all
of its employees, funded through the tax qualified pension plan.
Under the plan, eligible employees are entitled to lump-sum or
pension retirement and severance benefits, determined by points
accumulated monthly based on employees’ contributions, length
of service and the conditions under which the termination occurs.
The following table summarizes the funding status and amounts
recognized in the balance sheet as of January 31, 2002:

Millions of Yen TS.OSL{SSZﬂZrO;
Retirement and severance
benefit obligation ¥1,116 $ 8,397
Pian assets (532) (4,000)
Unfunded benefit obligation 584 4,397
Unrecognized actuarial gains and losses (154) (1,160)
Accrued pension cost ¥ 430 $ 3,237

The following table summarizes the components of net benefit
expense for the year ended January 31, 2002:

10. INCOME TAXES

The significant components of deferred tax assets and liabilities as
of January 31, 2001 and 2002 were:

Millions of Yen ngsggﬂzrzf
Service cost ¥206 $1,553
Interest cost on benefit obligation 26 194
Expected return on plan assets an (81)
Amecrtization of unrecognized benefit
obligation at transition 410 3,083
Net benefit expense ¥631 $4,749

The assumptions used in determining pension benefit obligation
are shown below:
The method of period allocation

of estimated benefits Straight-line
Discount rate 2.5% (3.0% at beginning of year)
Expected rate of return on assets 2.5%
Recognition period of actuarial gains and losses 12 years
Amortization period of unrecognized benefit

obligation at transition 1 year

Millions of Yen TS}’SU_SSZE;?
January 31, January 31,
2001 2002 2002
Deferred tax assets — Current:
Accrued expenses ¥ 47 ¥ 60 $ 450
Accrued enterprise tax 234 285 2,221
Accrued business
space tax 54 56 418
Accrued property tax 108 129 970
Inventory valuation 175 265 1,997
Accrued employees’
bonus 65 23 175
Others 7 13 95
Total ¥690 ¥ 841 $6,326
Deferred tax assets — Non-current:
Fixed leasehold deposits ¥100 ¥ 129 $ 974
Allowance for directors'
retirement benefits 56 66 493
Property and equipment 53 95 717
Accrued pension cost 7 178 1,340
Others 2 1 ]
Sub-total ¥218 ¥ 469 $3,533
Deferred tax liabilities — Non-current:
Fixed leasehold deposits - ¥ 82 $ 620
Depreciation 152 167 1,255
Sub-total ¥152 ¥ 249 $1,875
Net deferred tax assets
— Non-current ¥ 66 ¥ 220 $1,658
Net deferred tax assets ¥756 ¥1,061 $7,984
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Income taxes applicable to the Company were comprised of cor-
poration tax, inhabitant taxes and enterprise tax which, in the
aggregate, resulted in statutory tax rates of approximately 41.38%
for the years ended January 31, 2001 and 2002.

Following is the reconciliation of the statutory tax rate to the
effective income tax rate as a percentage of income before income
taxes for the year ended January 31, 2002:

Japanese statutory tax rate 41.38%
Adjustments:
Entertainment 0.07
inhabitant taxes per capita 4.01
Others 0.48
Effective income tax rate 45.94%

11. LEASES

The following pro forma amounts represent the acquisition cost, accu-
mulated depreciation and net book value equivalent of leased equip-
ment as of January 31, 2001 and 2002, and the related depreciation
and interest expense for the years ended January 31, 2001 and 2002,
which would have beer reflected in the balance sheets and state-
ments of income if finance lease accounting had been applied to the
finance leases currently accounted for as operating leases:

Mitlions of Yen Thousands of

U.S. Doilars
January 31, January 31,
2001 2002 2002
Acquisition cost ¥ 45 ¥149 $1,124
Accumulated depreciation (32) (20) (150)
Net book value equivalent ¥ 13 ¥129 $ 974

Millions of Yen Thousands of

U.S. Dollars
January 31, January 31,
For the years endad 2001 2002 2002
Depreciation expense ¥18 ¥27 $203
Interest expense 1 1 °

Lease expenses related to finance leases accounted for as operat-
ing leases amounted to ¥19 million and ¥28 mitlion (US$209,391)
for the years ended January 31, 2001 and 2002, respectively.

The present value of future rental expenses under finance leases
accounted for as operzting leases outstanding as of January 31,
2001 and 2002 were:

Miliions of Yen Thousenas of
January 31, January 31,
2001 2002 2002
Within 1 year ¥ 9 ¥ 45 $335
Over 1 year 4 85 643
Total ¥13 ¥130 $978

12. DERIVATIVE TRANSACTIONS
The Company enters into foreign exchange forward contracts to
hedge the foreign exchange risks associated with foreign currency-
denominated imports. All derivative transactions are entered into
solely for the purpose of hedging risks associated with the
Company's business activities and not for trading purposes, and
are limited in amount accordingly. The Company only enters into
derivative transactions in which major international financial insti-
tutes are the counterparties, and has internal policies, credit limits
and other procedural safeguards concerning the entry into deriva-
tive contracts.

Summarized below are the notional amounts and the estimated
fair value of the derivative transactions outstanding as of January
31, 2002:

[Currency-related transactions]

Millions of Yen

Contracted Market Unrealized
Type amount value gain/(loss)
Foreign exchange forward contract
Buy:
usS Dollar ¥133 ¥133 ¥0
Total ¥133 ¥133 ¥0

13. COMMITMENT AND CONTINGENT LIABILITIES
As of January 31, 2002, the Company had the following contin-
gent liabilities:

Thousands of

Millions of Yen U.S. Dollars

Loan commitment with K.K.

Funding Corp. ¥3,944 $29,676
Guarantee of loans with
Toysrus.com (Japan), Ltd. 145 1,091

14. SUBSEQUENT EVENTS
(1) The following appropriations of retained earnings were approved
at the general shareholders’ meeting held on April 25, 2002:

Millions of Yen Tgésesggﬂzrzf

Cash dividends
(¥10 (US$0.08) per share) ¥344 $2,591
Bonuses to directors 10 75
Total ¥354 $2,666

(2) The purchase of up to 700,000 shares (limited to total
acquisition cost of ¥2,500 million (US$18.8 million)) of the
Company's common stock as treasury stock was authorized by
shareholders at the general meeting held on April 25, 2002.

(3) The shareholders approved a stock incentive plan at the gener-
al meeting held on April 25, 2002. The plan provides for the
issuance of options to purchase up to 293,200 shares of common
stock to directors and employees. The options may be exercised
during the period from April 26, 2004 until April 25, 2007, and
the exercise price will be equal to the fair market value of the
Company’s comman stock, at the date of grant.



INDEPENDENT AUDITORS' REPORT

The Board of Directors and Shareholders
Toys“R”Us-Japan, Ltd.

We have audited the non-consolidated balance sheets of Toys"R"”Us-Japan, Ltd. as of January
31, 2002 and 2001, and the related non-consolidated statements of income, shareholders’
equity, and cash flows for the years then ended, all expressed in Japanese yen. Our audits
were made in accordance with auditing standards, procedures and practices generally accepted
and applied in Japan and, accordingly, inciuded such tests of the accounting records and other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the accompanying non-consolidated financial statements, expressed in
Japanese yen, present fairly the financial position of Toys“R”Us-Japan, Ltd. at January 31,
2002 and 2001, and the results of its operations and its cash flows for the years then ended,
in conformity with accounting principles and practices generally accepted in Japan, applied on
a consistent basis.

The U.S. dollar amounts in the accompanying non-consolidated financial statements with
respect to the year ended January 31, 2002 are presented solely for the convenience of readers.
Our audits also inciuded the translation of yen amounts into U.S. dolflar amounts and, in our
opinion, such translation has been made on the basis described in Note 2 to the non-consolidat-
ed financial statements.

M kot G

Tokyo, Japan
April 25, 2002

See Note 1 to the non-consolidated financial statements which explains the basis of preparing
the non-consolidated financial statements of Toys“R"Us-Japan, Ltd. under Japanese account-
ing principles and practices.
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Corporate Data

CORPORATE DATA

Corporate Name: Toys"R"Us-Japan, Ltd.

Address: Solid Square West Tower, 12th Floor
580 Horikawa-cho, Saiwai-ku,
Kawasaki 212-8566, Japan

Tel: +81-44-543-9072
Date of Establishment: November 21, 1989

Paid-in Capital: ¥6,034 million

Common Stock: Authorized: 45,768,000 shares

Issued and
Outstanding: 34,437,000 shares

(Note):Reflecting the revision of the articles of association, the number of
authorized shares was changed to 137,748,000 as of April 25, 2002.

Number of Shareholders: 3,779

Major Shareholders:

Percentage of
Shares issued and
(thousands) outstanding
shares

TRU, iInc. 16,452 | 47.77%
McDonald’'s Company (Japan), Ltd. 3,813 | 11.07%
UFJ Trust Bank 1,674 4.86%
Trust & Custody Services Bank 1,536 4.46%
Japan Trusty Service Trust Bank 1,021 2.96% ]
Mitsubishi Trust Bank 842 2.44%
Chuo Mitsui Trust Bank 801 2.32%
The Chase Manhattan Bank NA London
(SL Omnibus Account) 646 1.87%
The Dai-ichi Mutual Life Insurance 607 1.76%
United Nations for the United Nations
(Joint Staff Pension Fund) 450 1.30%

BOARD OF DIRECTORS

Chairman of the Board of Directors and
Representative Director

John Barbour

Vice-Chairman of the Board of Birectors and
Representative Director

Den Fujita

President and Representative Director,
Director and Generai Manager of Merchandising

Manabu Tazaki

Managing Director, Birector and
General Manager of Store Development and Construction

Shigehiko Ozawa

Director, Director of Finance
Koji lida

Statutory Auditors
Yasuo Shino
Mutsuhira Toyoda
Noritaka Moriuchi

SHARE PRICE CHART

(¥)
20,000

15,000

10,000

5,000

28, Feb, 30, Mar. 27, Apr. 31, May 29, Jun. 31, Jul. 31, Aug. 28, Sep. 31, Oct. 30, Nov. 28, Dec. 31, Jan.
2001 2002

— The Company's Stock Price === Nikkei 225 Average Stock Price

Note: A 1:3 stock split took place on November 20, 2001.




APPENDIX

Reliance on Leased Facilities

We tease most of our property, including our head offices,
our store sites and buildings and our two distribution cen-
ters. Lease terms for these properties are usually 15—20
years. Although most of our leases provide for fixed rental
payments over the lease term, a number provide for variable
rental payments tied to sales levels at the applicable store.

As is customary in Japan, we are required to make sub-
stantial deposits at the commencement of the lease, and a
large portion of our assets, 31.0% as of January 31, 2002,
were comprised of such deposits.

As there are few preexisting buildings in Japan that fit our
requirements, the landlords are required to build the facili-
ties to our specifications. These deposits are usually repaid
by the landlord under the terms of the lease. We normally
receive little or no interest on our collaborative deposits until
the fifth or tenth year of the lease term, when interest starts
accruing at a rate of approximately 2%. As of January 31,
2002, the collaborative deposits accounted for approximate-
ly 59.8% of our fixed leasehold deposits.

THE COMPANY'S BUSINESS RELATIONSHIPS

Toys“R"Us-Japan, Ltd. licenses the right to use the TOYS"R"US
merchandising concept and certain key trademarks under
license agreements with Toys“R”Us-Service Inc. and Geoffrey
International, Inc., members of the TOYS“R"US Group. Royalties
are paid to the above. On the other hand, we are paid for mar-
keting activities in Japan under a marketing support contract

Regulations

Our ability to open new stores and our operation of existing
stores is subject to restrictions imposed by the Large Scale
Retail Store Location Law. Under this law, the establishment
with total retail space of 1,000m? or greater must be report-
ed to local governments.

Under the guidelines for the establishment of large stores,
before a notification can be sent to the local governments,
the opinions of local residents, the interests of local mer-
chants in the area and other factors must be taken into
account. Under the Large Scale Retail Store Location Law,
the store cannot start operation unless and until the proce-
dures are completed.

with the licensors. We pay royalties, under a service agree-
ment with our major sharehoider, McDonald's Company
(Japan), Ltd. for assistance relating to identification of poten-
tial store locations, development of sites and conduct of retail
operations in Japan.

( Customers )

{} Merchandise

Merchandise ]/} Merchandise

Toys“R*Us-Jepen, Ltd. (Licenses)

Toysrus.com
(Japan), Ltd.

A

Payment A

Provision of  |{ Payment of Trademark Payment ¢ Import of Import : .
Marketing Marketing Rights and of Royalties i Agency Agency Fees 3 Provision Payment :
Support Support Fees ;rov)sion oft : Business E of Services of Royalties
anagemen T K : .
Know-how i | TRU(HK) Limited |
License I TRU Inc. [ ’ McDonald's Company (Japan), Ltd.
Toys“R" Us- Geoffrey A
Service Inc. International, Inc. :
L.\ A Toys"R"Us Del
: : Operations, Inc.
A [> Merchandise Flow
: : : e===3>> Flow of Service Provision
l Toys "R" Us Inc. ‘ -------- > Capital Relationship
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